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ABSTRACT 

The Naval Air Systems Command (NAVAIR) created a new requirement for the 
contracting of Integrated Logistics Support of obsolete weapon systems for foreign 
military sales. Obsolete weapon systems are weapon systems with useful service life 
scheduled for decommissioning, disposal, or potential foreign military sales transactions. 

The omnibus contract is defined as a total package approach contract used to deliver 
integrated logistics support to the foreign military sales customer. The SH2 helicopter is 
the first platform to attempt the use of an all inclusive omnibus type contract for foreign 
military sales. This thesis identifies the needs of the foreign military sales customer and 
relates those needs to the services an omnibus contract can provide. The omnibus 
contract must recognize the concerns the foreign military sales customer has with 
commercially contracting integrated logistics support. The strengths and weaknesses of 
the omnibus contract are contrasted with using separate contracts for each integrated 
logistics support area. Conclusions are developed to prepare NAVAIR for the 
interdependency required for an omnibus contract. The thesis recommends that an 
effective omnibus contact requires a partnering relationship between the contractor, 
foreign military' sales customer and the United States Navy. 
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I. INTRODUCTION 



A. GENERAL 

An objective of The Navy's Foreign Military Sales (FMS) program is to improve 
the competitive position of the Navy's international FMS market. 

Force reductions, base closures, program cancellations and 
personnel cuts are clearly in the Navy's future. The reduction in fiscal 
resources will directly impact the Navy's weapon system 
industrial/production base as the nation continues to lose interest in major 
weapon systems development production and acquisition. [Ref. 1. p. 3] 

Foreign military sales have traditionally assisted the defense industrial base. FMS 
is the only expanding program in the Navy with sales expected to be over 30 billion 
dollars for fiscal year 1994. [Ref. 2] These sales translate into over 280.000 in jobs. 
Congressional Budget Office reviews have shown the vast impact of FMS on the US 
economy. "These studies have shown that restraints on FMS cost the US about 20 billion 
dollars in gross national product terms and 0.3 percent in higher unemployment". [Ref. 3, 
p. 2] Also with US military downsizing, FMS will greatly reduce the risk of US forces 
that will have to be committed in support of US interests. Foreign military sales, in 
combination with different forms of international exchange of goods, services and know 
how. have become a most important complement to increase the domestic market. [Ref. 

3] 

"FMS also has been used as security assistance for the transfer of military and 
economic assistance through sales, grants, leases, or loans to friendly foreign 
Governments." [Ref. 3. p. 14] Since the end of the cold war. the military market has been 
unable to support military production. Production has become more expensive, and 
military demands must compete with other social issues. Although used as security 
assistance, FMS has become a necessity in supporting military production and 
subsidizing the cost of weapon systems. In addition. FMS sales must include continuous 
employment and technology benefits for producers, lower acquisition cost for customers 
and sustained readiness for expanded service. [Ref. 4] 
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The military foreign market is being shaped by long-term arrangements. 
Competitive forces are limited. The intensity of foreign competition (often subsidized by 
their own foreign governments) in the international market for military products, requires 
Navy FMS procedures which will expedite transactions on behalf of the FMS program, 
rather than procedures designed to protect the interest of the foreign customer. Among 
the trends most relevant in shaping FMS policy are: 

1 . The increasing number of competitors with competent weapon platforms; 

2. Weapon suppliers who have entered the market for economic reasons only; 

3. The vulnerability of Third World Nations to economic support and military 
dominance; and 

4. The need for super powers to subsidize weapon development and deplete 
unwanted inventories. [Ref. 4] 

Many feel that reliance on arms sales, to keep open production lines for systems, 
only postpones the orderly reduction and restructuring of the weapon industry that should 
be an essential part of any strategy for competitiveness. In addition, money used to 
promote weapon exports should go instead to develop and promote commercial exports 
that do not depend on violent conflict and political tension. [Ref. 5] 

A restrictive formal military sales policy would not be able to meet the demands 
of our allies. This could potentially drive FMS customers to seek business elsewhere. 
Therefore, a restrictive policy has been hard to support for three reasons. First, the 
domestic military market is increasingly unable to support indigenous military production 
because production is becoming more expensive due to military demands upon the main 
buyer, the Government. [Ref. 4] Second, to maintain indigenous military production, 
foreign military sales have become a direct necessity to subsidize military production 
rather than an indirect effect providing support to allies. Third, the international market is 
increasingly being shaped by long-term cooperative agreements rather than by 
competition for limited one-time export sales. These forms of competition have changed 
due to the technological complexity and capital requirements of advanced military 
production. The most important of these issues is the development and impact of foreign 
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